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Recent investigations of the financial management practices of mosques in Indonesia 
have influenced this study, which investigates the ability of mosques in Malaysia to 
invest cash waqf for development activities. The impact of cash waqf investment is 
further extended to study the importance of such cash waqf donations toward poverty 
alleviation. 100 mosques in Melaka and Terengganu are selected for the purpose of 
conducting a survey using a self-developed questionnaire. Data collected from the 
survey are tested for their validity and reliability before conducting Structural Equation 
Modelling (SEM) analysis using Smart PLS 3.0. This study finds that cash waqf 
donation plays a positive role in increasing the ability of the selected states to alleviate 
poverty. The negative relationship between cash waqf investment and donation raises 
the need for a rigorous analysis. A conceptual model integrating cash waqf investment, 
donation, and poverty alleviation is provided in this study, which is the first of its kind. 
The results provided by the study will allow regulators and mosque fund managers 
to understand the significance of cash waqf donations and the importance of effective 
cash waqf management. Efficient investment of cash waqf can ensure sustainable and 
perpetual income that will allow a mosque to play a vital role in improving the living 
standards of the Muslim Ummah. The findings of the study cannot be generalized for 
all states in Malaysia due to the limitation of purposive sampling. 
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I. INTRODUCTION 
Waqf is an instrument for voluntary charity in Islam that has provided considerable 
contributions to the development of early Islamic society (Chapra, 2008). Since the 
fall of the Ottoman Empire, waqf has been considered an outdated institution that is 
no longer relevant to bring about any significant economic changes. Unproductive 
waqf resources arguably limit the capability of this hist oric institution to plan 
any major contribution toward the economy of a Muslim country (Kuran, 2001). 
In such a situation, cash waqf is considered as a feasible solution and several 
researchers (Saifuddin et al., 2014; Lahsasna, 2010; Ibrahim, Nor et al., 2013) have 
investigated the possibility of poverty alleviation through the effective utilization 
of cash waqf contributions from individual donors. 
Cash waqf was first introduced during the Ottoman Empire. The practice of 
cash waqf was permitted in 2007 in Malaysia, and currently six states are offering 
cash waqf schemes (Abdullah, 2010). There are noticeable differences in cash waqf 
management between Bangladesh and Malaysia as the State Religious Council is 
the primary authority to manage cash and donations in Malaysia.
Cash waqf is viewed as a flexible alternative to the traditional waqf structure 
which allows anyone to participate in voluntary donations with available 
cash. However, cash waqf contribution was limited in Malaysia due to the lack 
of knowledge and awareness (Osman et al., 2014). Through the application 
of the theory of planned behavior, Osman et al., (2014) also identified that 
attitude, subjective norms, and perceived behavioral control are instrumental in 
determining cash waqf participation. Htay, Mohamed, & Osman (2012) identified 
trustworthiness and cash waqf management as determinants of the level of cash 
waqf giving in Malaysia.
Cash waqf collection in Malaysia has the potential to grow (Abdullah, 2009), 
but unfortunately it has not become very popular (Mahamood, 2006) due to the 
misconceptions of cash waqf application. Such impediments cause concerns 
toward the implementation of an integrative waqf model proposed by Sadeq 
(2002) that requires local participation to accumulate waqf resources that could be 
used to empower the poor. Similar models that incorporated Islamic microfinance 
concepts with zakah and waqf for poverty alleviation were introduced by Hasan 
(2010). Pramanik et al. (2015) have also introduced the importance of a waqf-
based Islamic microfinance model for poverty reduction. However, the practical 
application of these theoretical models requires an increased amount of cash 
donations from waqif which is reported to be low in past studies. 
The majority of the past literature on cash waqf has focused on State Religious 
Islamic Councils (SRICs)—a limited number of studies have investigated the subject 
within the context of mosques. It should be noted that mosques rely heavily on cash 
waqf donations, but management cannot efficiently utilize the fund (Adnan, 2013). 
The internal control procedures of mosques in Malaysia require special attention 
regarding the segregation of duties element (Masrek et al., 2014). Lack of empirical 
evidence from the perspective of cash waqf donations in mosques have influenced 
this study to investigate the importance of efficient investment of cash waqf 
in attracting more donations and the ability of cash waqf donations in making 
significant contributions toward poverty alleviation in Malaysia. Results provided 
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by this study will benefit both mosque management and donors to understand the 
significance of cash waqf in making economic contributions.
II. LITERATURE REVIEW 
The importance of waqf in socio-economic development has been studied 
extensively in the previous literature (Ibrahim, Amir, & Masron, 2013; Monzer Kahf, 
2003; Zuki, 2012). While the majority of past studies conceptualized the ability of 
waqf in alleviating poverty (Ahmad, 2015; Hasan, 2010; Khan, 2013; Pramanik et 
al., 2015; Sadeq, 2002), recent researchers have focused their interest on financing 
education expenditures through waqf endowments (Mohsin, 2013; Aziz et al., 2013; 
Bahroni, 2012; Aziz et al., 2014). Therefore, this study explores the significance 
of waqf endowments in contributing toward poverty alleviation in Malaysia, 
following the conceptual studies of Ahmad et al., (2012); Ahmad & Hassan (2015); 
Aziz et al., (2013), (2014); Harun, Possumah and Shafiai (2014); Harun, Possumah, 
Shafiai, et al., (2014), and Mahamood and Rahman (2015).
Mosques require a fund to perform such activities, and individual donations 
are one of the major funding sources. The fund is needed from the establishment of 
the mosque itself to cover various expenses for certain routine activities including 
utility expenses, maintenance expenses, and so on. There are other ways mosques 
manage a fund, including voluntary charity, i.e. zakat, infaq, sadaqah, and waqf. 
According to available information, the average collected fund for mosques in 
Indonesia is around Rp. 12 million per month, which is equivalent to USD 16,000 
(Adnan, 2013). Cash savings in the banks for mosques in Perak amounted to RM 
3,783,680 from 2009 to 2011 (Razak et al., 2014). With more than 10,000 mosques 
nationwide, mosques are used merely for matters relating to the well-being of the 
nearby community in Malaysia.   
Public entities, including mosques, which utilize public funds as their financial 
resource should have sound disclosure mechanisms to prove their accountability 
to the public. Mosques should become more concerned with the transparency and 
presentation of financial statements due to their dependence on public donations. 
In recent years, mosque fund management has attracted researcher attention (Adil, 
Mohd-Sanusi, Jaafar, Khalid, & Aziz, 2013; Hamdan, Ramli, Jalil, & Haris, 2013; 
Mohamed, Masrek, Daud, Arshad, & Omar, n.d.; Zain, Samsudin, & Osman, n.d.; 
Zakariyah, 2016). The majority of these studies are in the context of Malaysia and 
focus on accounting, accountability, and fund management issues. Sulaiman, Siraj, 
& Ibrahim (2008) found that the embezzlement of funds from mosques is more 
common due to lack of accountability and lack of commitment to accounting. Lack 
of an internal control system has already been identified in mosques in different 
parts of Malaysia (Sulaiman et al., 2008; Adil et al. 2013; Wahab, 2008).
Zain et al. (n.d.) have contributed to the literature by discussing several issues 
and challenges faced by mosques in the Federal Territory of Malaysia. They have 
observed that while accounting is loosely practiced in the selected mosques, it is 
pivotal for these mosques to exhibit accountability in pursuing their missionary 
activities. The difference between accounting practices among mosques in recording 
income and expenditure is due to the absence of monitoring devices and lack of 
supervision by authorized personnel. Such findings may not be generalizable to 
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mosques in other parts of Malaysia due to the case study approach taken by Zain 
et al. (n.d.).
The importance of accounting and accountability practices indicated by 
Zain et al. (n.d.) was further explored by Ludigdo, Unti, & Widya (2014). Their 
transcendental phenomenological study on a single mosque revealed that 
accountability is a spiritual calling defined as the mandate on the dimension of 
the relationship between human beings and Allah, as well as trust among human 
beings.     
The importance of an internal financial control system in ensuring sound 
accounting practices has led to the review of a relevant study conducted by 
Masrek, Mohamed, Daud, Arshad, & Omar (2014) on 13 district mosques in the 
central region of Malaysia. Their study adopted a qualitative research approach 
with an unstructured interview and found that internal control practices by district 
mosques on both receipts of income and fund disbursement required significant 
attention regarding the segregation of duties. Thus, their study reflected the 
findings provided by Zain et al. (n.d.) on mosques in the Federal territory.
The fund management practices of mosques have recently received much-
required attention based on the studies of Said et al. (2013) and Zakariyah (2016). 
Said et al. (2013) adopted a cross-sectional data analysis to examine factors 
contributing to mosque financial performance. Using a structured questionnaire, 
the study surveyed 203 mosque treasurers from all over Malaysia and reported that 
good internal control and active involvement of mosque committees in fundraising 
activities enhance mosque financial performance. These results provide more 
significance toward having good internal control indicated by Masrek et al. (2014). 
However, the low adjusted R2 value calls for further exploration of a framework 
that could better explain the financial performance of mosques.
As such, we have focused on a similar study conducted by Adil et al. (2013) 
focusing on the financial management practices of mosques in Malaysia. That 
study utilized an approached similar to Said et al. (2013) and surveyed 193 
chairmen and treasurers of mosques in Malaysia with a response rate of 42.2 
percent. The study focused on six variables including financial management 
practices, budget preparation, fund usage, accountability, internal control, and 
activity planning using a questionnaire based on a seven-point Likert scale. Lack 
of correlation and regression analysis in the study limit the ability to understand 
the interrelationships among variables which was present in the study of Masrek 
et al. (2014).
Mohamed, Masrek, Mohd, Arshad, & Omar (n.d.) found that there were no 
standard guidelines to be followed in managing funds collected by mosques. 
Regarding disclosure of funds collected and expended, some mosques disclosed 
every detailed item to the public while some mosques kept all the records only for 
the knowledge of management. Other elements of internal control, such as physical 
custody, recording of transactions, and authorization were at the acceptable level 
at Jameq mosques in the central region of Malaysia. In a similar study, Mohamed, 
Aziz, Masrek, Noorman, & Daud (2014) suggested that the internal control system 
practiced by Jameq mosques on both receipts of income and funds disbursement 
require significant attention.
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The objectives of Shari’ah can be classified into three categories: Daruriyyah 
(necessities), haijiyyah (requirements), and tahsiniyyah (beautification). Daruriyyat 
refers to the commands on which the lives of people depend and the neglect 
of which leads to total disruption and chaos (Kamali, 2008). This component of 
Maqasid focuses on the establishment and fulfilment of basic needs for human 
beings, and failure to comply may cause fasad (corruption and crime) on earth 
as well as eternal remorse on the Day of Judgement. The daruriyyat are those 
commands that are undoubtedly necessary. Imam Shatibi considers five essential 
elements under the Maqasid’s classification of daruriyyat, including religion (din), 
life (nafs), intellect (`aql), progeny (nasl), and wealth (mal). Khan & Ghifari (1992) 
assert that freedom should be included in the list as the sixth element. While all 
five necessities are important for a human being to live a healthy life, this study 
revolves around a specific necessity, i.e., intellect (`aql) that has a wider implication 
in creating a better community. 
Compliance with the principles of Islam is one way to protect ad-din. An-nafs 
can be preserved by conducting lawful actions that are permissible under Islam. 
Al-’aql refers to the protection of mind and human intellect from any element that 
could diminish mental and intellectual ability. The fourth element, an-nasl, is 
preserved through marriage. Finally, the protection of al-mal is possible through 
lawful earnings. 
Cash waqf requires a return from the investment of the endowed capital in a 
perpetual manner. The investment and return generated from cash waqf should 
be used for charitable purposes. While Singapore has become an effective model 
of waqf management through the creation of a subsidiary company (Harun et al., 
2012), such initiatives are not found in Malaysia. 
Such a structure for cash waqf investment is not available in Malaysia. 
Contemporary jurists agree with the rule of the permissibility of cash waqf for 
loans and investment in banks and bonds (Mandeville & Mandaville, 1979). 
Mohammad (2011) indicated the importance of cash waqf investment in generating 
perpetual profits that could ensure donor contribution, benefit beneficiaries, and 
alleviate poverty. Htay et al. (2012) identified efficient cash waqf investment as a 
significant determinant of cash waqf giving in Malaysia. The following hypotheses 
are generated to test the importance of investment to ensure the perpetuity of the 
cash waqf: 
H1a : Cash waqf investment has a positive impact on collection frequency.
H1b : Cash waqf investment has a positive impact on total collection
H1c : Cash waqf investment has a positive impact on monthly collection.
H2 : Cash waqf collection frequency has a positive impact on poverty alleviation.
H3 : Total collection has a positive impact on poverty alleviation.
H4 : Monthly cash waqf collection has made a positive impact on poverty 
alleviation. 
III. METHODOLOGY
Cash waqf has been theoretically proposed as a tool for economic development 
through poverty alleviation. This study aims to empirically investigate such 
a theoretical link. The target population for the study involves mosques in 
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Terengganu and Melaka. The absence of a sampling frame has led to the random 
selection of mosques in the selected states. Bartlett, Kotrlik, & Higgins (2010) have 
advised a minimum sample size of 118 for a study using continuous data. The 
ratio of observations to independent variables should not fall below ten (Hair et 
al., 2009). The current study has four independent variables, and thus a sample 
size of 120 is selected for the study. At the end of the survey, a total number of 100 
usable responses were gathered and used in the data analysis. 
The questionnaire for the survey was developed through the review of the 
literature and thus reliability and validity measures were applied to justify the 
validity of the instrument. Cronbach alpha values exceeded the recommended 
value of 0.70 (Cronbach, 1951). The Partial Least Square (PLS) approach using Smart 
PLS 3.0 was utilized to test the hypotheses generated in the study. A bootstrapping 
method (500 resamples) was used to determine the significance levels for loadings, 
weights, and path coefficients (Lowry & James Gaskin, 2014). 
IV.RESULTS AND FINDINGS
This study uses five variables to investigate the impact of cash waqf investment 
in attracting donations and its ability toward poverty alleviation. Table 1 provides 
the descriptive statistics of dependent and independent variables. The mean 
score for cash waqf collection frequency is 2.62, which indicates that cash waqf is 
collected on a weekly basis. A mean score of 2.162 for total cash waqf collection 
in 2015 refers to a range of RM 10,000 to 50,000 collected in cash by the selected 
mosques. Monthly cash waqf collection ranges from RM 1000 to 5000. The 
descriptive statistics also indicate that the majority of the cash waqf is invested 
in the development of the mosque. Finally, the two states were ranked based on 
the state-wise GINI coefficient in 2015 available on the website of the “Economic 
Planning Unit” under the Malaysian Prime Minister’s Department.           
Table 1.
Descriptive Statistics of Variables
Variables Mean Median SD
CW Collection Frequency 2.62 2 1.509
Total CW Collection 2.162 2 1.398
Monthly Cash Waqf Collection 2.04 2 1.148
Poverty Alleviation 1.4 1 0.49
Cash Waqf Investment 3.61 4 1.165
Pearson correlation was conducted to check the correlation scores among the 
studied variables. None of the variables is found to have high correlations with 
each other, which ensures that the data is not suffering from multicollinearity 
issues. Independent variables have strong correlations with the dependent variable 
(poverty alleviation). 
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Table 2.
Pearson Correlation Statistics
1 2 3 4 5
1 CW Collection Frequency 1
2 Total CW Collection 0.185 1
3 Monthly Cash Waqf Collection 0.045 0.014 1
4 Poverty Alleviation 0.449 0.469 -0.115 1
5 CW Investment -0.198 -0.272 0.134 -0.533 1
1 2 3 4
1 CW Collection Frequency -
2 Total CW Collection 0.26
3 Monthly Cash Waqf Collection 0.05 0.73
4 Poverty Alleviation 0.45 0.61 0.47
5 CW Investment 0.2 0.31 0.27 0.53
A two-step approach is used to ensure the validity and reliability of the data 
gathered through the survey. Following the suggestions of Anderson & Gerbing 
(1988), the convergent validity and reliability are assessed first before going 
through the discriminant validity analysis. Convergent validity can be ascertained 
if the loadings are greater than 0.50 (Bagozzi & Yi, 1991), composite reliability 
greater than 0.70 (Gefen et al., 2000), and the average variance extracted is greater 
than 0.50 (Fornell & Lacker, 1981). Data relating to all five variables have satisfied 
such criteria.
The traditional approach provided by Fornell & Larcker (1987) does not 
reliably detect the lack of discriminant validity in common research situations 
(Henseler et al., 2015). Thus, the heterotrait-monorail ratio of correlations (HTMT) 
suggested by Henseler et al. (2015) is used in the current study. The recommended 
value for the HTMT is below 0.90. Table 3 provides the HTMT correlation scores 
for the study. None of the correlation scores is above the 0.90 threshold and thus 
the discriminant validity of the data is established.  
Table 3.
The Heterotrait-Monotrait Ratio of Correlations (HTMT)
Several model fit statistics were extracted from the Smart PLS 3.0 software. 
First, the Standardized Root Means Square Residual (SRMR) is a measure of the 
mean absolute value of the covariance residuals. An SRMR value that ranges from 
0.08 to 0.10 suggests a good fit (Hu & Bentler, 1995). However, the current study 
has an SRMR value of 0.21. As a result, several other model fit measures that are 
based on bootstrap inference statistics are explored.  
The first among such statistics are the squared Euclidean distance (D_LS) 
and the geodesic distance (D_G). These statistics were introduced by Henseler et 
al. (2015) as two separate ways to measure discrepancy. A non-significant value 
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ensures the difference between the correlation matrices implied by the empirical 
model and the empirical correlation matrix and establishes the model fitness. 
Finally, normed fit index (NFI) is the first measure of model fitness introduced 
by (Bentler & Bonett, 1980) that used the Chi-square value of the null model as a 
benchmark. An NFI value closer to 1 indicates model fitness. The NFI value of the 
current model is 0.45 and thus validates the model.  
This study proposes a conceptual model to study the impact of cash waqf 
investment in attracting donations and poverty alleviation. The results of the study 
support the theoretical proposition in the literature that cash waqf donations can 
help in poverty alleviation (Saifuddin et al., 2014). The adjusted R2 value of 0.46 
indicates that the three variables proxying for cash waqf donations explain 46 
percent of poverty alleviation in Melaka and Terengganu.  
Table 4.
Model Fit Statistics
Criteria Values Recommended Values
SRMR 0.21 0.08 – 0.10
D_LS 0.65 p>0.05
D_G 0.26 p>0.05
Chi-Square 101.8 Lower is better
NFI 0.45 Closer to 1
Cash Waqf
Collection
Frequency
Total Cash
Waqf
Collection
Poverty
Alleviation
0.33-0.20
-0.31
0.14
0.42
-0.27
Cash Waqf
Investment
Monthly Cash
Waqf
Collection
Figure 1. Results of the Structural Model Analysis
Note: Dotted line represents insignificant relationships
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The study hypothesises six relationships. Cash waqf investment is hypothesised 
to have a positive effect on the frequency of cash waqf collections. Such a 
relationship is not established due to a non-significant relationship. Thus, H1a is 
rejected. Similarly, H1b and H1c are also rejected due to the non-significant values. 
However, the negative direction of the coefficient value indicates that cash waqf 
investment has a negative impact on the amount of cash waqf donations. It was 
discussed earlier that the majority of mosques invest cash waqf on development, 
which does not allow any perpetual return. Thus, donors may not feel confident 
in increasing the level of cash donations to the mosque as they have limited ability 
to generate a perpetual return that could assist beneficiaries. 
H2 is formulated to propose a positive relationship between cash waqf collection 
frequency and poverty alleviation. A positive coefficient value (β = 0.33, p<0.01) 
indicates that more frequent cash waqf collection can make a positive impact on a 
state’s ability to reduce poverty. Thus, H2 is accepted. Cash waqf collection in 2015 
was hypothesised to have a positive impact on the poverty alleviation ability of 
the selected states. Such a relationship was not proved, and H3 is rejected. Finally, 
monthly cash waqf collection was found to have a positive impact on the state’s 
ability to alleviate poverty. Thus, H4 is accepted.            
Hypothesis Paths β T-Statistic P-Value Supported
H1a
CW Investment → CW 
Collection Frequency
-0.2 2.04 0.04 No
H1b CW Investment → Total CW 
Collection 
-0.31 3.07 0 No
H1c CW Investment → Monthly CW 
Collection
-0.27 3.15 0 No
H2 CW Collection Frequency → 
Poverty Allevation
0.33 3.93 0 Yes
H3 Total CW Collection → Poverty 
Allevation
0.42 4.2 0 No
H4 Monthly CW Collection → 
Poverty Allevation
0.14 1.51 0.13 Yes
Adjusted R2 0.46
Table 5.
Regression Statistics
V. CONCLUSION 
Cash waqf has the potential to make a significant contribution to the economic 
development of Malaysia. This study focuses on investigating the nature of cash 
waqf investment undertaken by the management of mosques in two specific 
states. Through a survey of one hundred mosques in Melaka and Terengganu, 
this study finds that cash waqf is mostly used for the development of mosques. 
Investment decisions made by management are further linked with the number of 
cash waqf donations received by the selected mosques. Although not significant, 
the negative association between cash waqf investment and several proxies of cash 
waqf donations provides important areas of concern for the mosque management. 
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Cash waqf increases the ability of the selected states to alleviate poverty. Thus, this 
study contributes to the cash waqf literature by proving the theoretical propositions 
made in earlier studies. The findings of this study are limited to only two states in 
Malaysia. Future studies including all states can provide generalizability.  
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